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KEY ECONOMIC INDICATORS 


% CHANGE 
INCOME, PRODUCT & EMPLOYMENT 1980 1981-82 


GDP, current prices (J$M) 4738 
GDP, constant prices ('74J$M) 1838 
Per capita GDP, current 2154 
Per capita GDP, constant 835 
GDP, current prices (US$M) 2662 
GDP, constant prices (US$M) 1033 
Per capita GDP, current (US$M) 1210 
Per capita GDP, constant (US$M) 470 
Total employment (October, 000's) 737 
Unemployment rate (October) 26.8% 
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OUTPUT OF MAJOR PRODUCTS (000's of metric tons) 


Bauxite 11,978 11,606 
Alumina 2,456 2,556 
Cement 142 162 
Sugar 227 196 
Bananas (exports) 33 19 


MONETARY DATA 


Change in C.P.I. (December) 4.6% 6.5% 
Change in GDP deflator 7.02% 8.0% 
Money supply (December 31, J$M) 687 729 


BALANCE OF PAYMENTS & TRADE (US$1=J$1.78) 


Net foreign exchange reserves (US$M) - 453 -703 - 857 
Gross external debt (USS$M) 865 1091 1424 
Annual external debt service (US$M) 263 574 555 
Balance on current account (US$M) - 148 - 337 = 426 
Exports (f.0.b.) (US$M) 975 975 768 
U.S. share of exports 37% 40Z 34% 
Imports (c.i.f.) (USS$M) 1179 1474 1382 
U.S. share of imports 31% 36% 35% 


TOURISM 


Total visitors (000's) 543 552 670 
Hotel Room occupancy (average) S25 41.55 53.22 





ECONOMIC TRENDS REPORT 


SUMMARY 


Jamaica's economy is convalescing. In the 1970's there 
were seven consecutive years of economic decline. A modest 
turnaround began in 1981 and continued in 1982, making Jemaica 
one of the few countries in the hemisphere to enjoy positive 
growth. 


The international recession has had a substantial, though 
delayed impact on Jamaica. The recession caused a 42.2 percent 
reduction in exports of bauxite, Jamaica's main foreign 
exchange earner. The foreign exchange stringency caused by low 
bauxite revenues hit home in 1982 and will continue in 1983. 


Nevertheless, there is room for optimism. Jamaica will 
continue to receive strong financial support from the 
International Monetary Fund and the World Bank. The United 
States is providing ample economic assistance to Jamaica, both 
through a sizeable AID program and purchases of Jamaican 
bauxite for the U.S. strategic stockpile. 


Enactment of the Caribbean Basin Initiative (CBI) will 
provide U.S. businessmen with significant commercial 
opportunities in Jamaica. With essentially free access to the 
U.S. market under the CBI and favored access to the EC under 
the LOME Convention, Jamaica offers attractions that can be 
matched by few other developing countries. The Embassy 
believes the most profitable investment opportunities lie in 
light manufacturing or assembly operations for the U.S. market 
and in agriculture. U.S. sales will continue to be 
concentrated in foodstuffs and capital goods and raw materials 
for the agricultural and manufacturing sectors. 


Jamaica is receptive to foreign investment. The Jamaica 
National Investment Promotions Ltd. has been established to 
provide assistance to investors. U.S. agencies such as 
Commerce, Eximbank and OPIC are extremely supportive of U.S. 
business activity in Jamaica. The U.S. Business Committee on 
Jamaica, based in New York and Miami, offers counseling 
services. In addition, the Economic/Commercial section of the 
U.S. Embassy in Kingston stands ready to assist. 





PART A: CURRENT SITUATION AND TRENDS 
ECONOMIC PERFORMANCE 


Jamaica is in the midst of a fundamental effort to 
restructure its economy toward private sector led, 
export-oriented growth. Prime Minister Seaga's most recent 
Economic Policy Memorandum states: 


Reliance will be placed on the private sector as the 
propellant force for productive and commercial activities 
and on measures to ensure the efficient working of the 
Market system. The State will establish the policy 
environment and infrastructure to allow the market 
mechanism to function effectively; and government 
participation in the productive sector will be confined 
largely to traditional utility operations in the areas of 
power, transportation, and telecommunications. 


Intial results of economic performance have beer favorable. 
Gross Domestic Product (GDP) grew at 12 percent in 1981/82 and 
2.0 percent in 1982/83. (Note: Data in this report are based 
on the Jamaican fiscal year, which runs from April 1 to March 
30). Investment has grown by 32.3 percent annually over the 
past two years. Inflation has been reduced to single digits. 


Unemployment among women and youth is the most persistent 
economic problem. As measured in Jamaica, the overall 
unemployment rate in the fall of 1982 was 27.9 percent. 
Jamaican statistics classify persons not actively seeking jobs 
as unemployed and thus overstate unemployment compared to U.S. 
data. Large numbers of often poorly trained youth enter the 
job market each year, presenting a formidable challenge to the 
ability of the economy to create sufficient jobs. 


Sectoral performance has been varied. Exports of bauxite 
(including the bauxite content of alumina) fell by 28.2 percent 
in 1982. Agricultural exports were essentially flat; the small 
increase in the production of bananas was more than offset by a 
reduction in the volume and value of sugar exports. Tourism 
revenues grew substantially, from US$330 million in 1981/82 to 
nearly US$370 million in 1982/83. Output of domestically 
consumed agricultural products fell sharply last year, partly 
as a result of drought. Manufacturing output rose by 3.5 
percent and construction shot up at a 19.4 percent rate. 


Jamaica's overall financial situation deteriorated in 
1982/83. This was primarily due to unanticipated shortfalls in 
export earnings and capital flows. As a result, the central 
government budget deficit rose to an estimated 15.7 percent of 
GDP. Jamaica's net international reserves, instead of growing 
by US$40 million as had been planned, fell by US$147 milion. 
Arrears built up in the spring of 1983. 





ECONOMIC PROSPECTS 


To its credit, Jamaica has instituted tough economic 
measures that will help it weather its short term economic 
difficulties. The key elements of this program, which has been 
approved by the International Monetary Fund, include: 


-- A reduction of government spending from 44.3 percent to 
41.2 percent of GDP. 


-- A reduction of the government budget deficit from 15.7 
percent to 10.3 percent of GDP. 


-- An increase in credit to the private sector of 18.7 
percent, combined with a decrease in credit to the public 
sector of 3.3 percent. 


-- A reduction of the current account deficit on the 
balance of payments from 13.4 percent to 3.0 percent of GDP. 
(This will require a substantial cut in imports). 


-- An overall balance of payments surplus of US$125 
million, which will permit a build-up of Jamaica's foreign 
reserves. 


-- Transfer of US$484 million in foreign exchange payments, 
including petroleum, to the parallel foreign exchange market. 
This will result in price increases for many imported goods and 
services. 


-- Elimination of all external arrears. 
-- Increased divestment of government-owned enterprises. 


Collectively, these measures are tough medicine. Although 
the Government and IMF continue to believe that improved 
economic growth is possible, Prime Minister Seaga has 
acknowledged the possibility of a brief decline in GDP. 


While the financial situation will continue to be extremely 
tight throughout 1983, the Embassy believes that by the 
beginning of 1984 prospects will be turning much brighter. 


Now that recovery in the U.S. is firmly established, 
Jamaica can expect a brisk increase in exports. Worldwide 
inventories of bauxite are being drawn down fairly quickly; we 
expect that Jamaica's bauxite exports, including sales of 2 
Million tons to the U.S. strategic stockpile, could be 25 
percent higher than last year's level. At the same time, 
Jamaica's realized foreign exchange earnings from each ton 
bauxite exported is likely to grow, since companies’ levy 
payments are 

























indexed to the rising price of aluminum on world markets. The 
overall value of bauxite and alumina exports is likely to 
exceed US$600 million, as compared to less than US$500 million 
in the year ending March 3l. 


Tourism as well is expected to show steady growth. Visitor 
arrivals will grow by a minimum of 10 percent, and perhaps as 
much as 15 percent, bringing tourism revenues to US$430 - 450 
million. 


Major efforts are being made to revive the agricultural 
sector. World Bank supported programs to increase the 
productivity of the sugar and bananas industries are underway. 
Notwithstanding poor price prospects, the government hopes to 
increase export earnings by increasing export volumes sent to 
the protected markets in Europe. 


Non-traditional agricultural exports enjoy attractive 
prospects. Under the CBI program, agricultural produce like 
vegetables, tubers (especially yams), and fruits with duties 
ranging from 4 percent to 25 percent would enjoy duty free 
access. In addition, the Government of Jamaica, under an 
export incentive scheme, provides non-traditional exporters 
with preferential access to foreign exchange for imported 
inputs. 


Manufacturing is expected to grow at a rate of over 5 
percent annually over the next several years. Construction 
activity is also expected to be brisk. Both sectors could, 
however, suffer temporary dips due to tight credit ceilings and 
foreign exchange stringency. 


PART B: IMPLICATIONS FOR THE UNITED STATES 


The United States and Jamaica have a historic opportunity 
to forge closer, mutually beneficial economic relations. 
Enactment of the Caribbean Basin Initiative provides duty free 
access to the U.S. market for virtually all products from 
Jamaica and other CBI countries (the only significant 
exceptions are garments, apparel 2nd shoes and certain leather 
goods). 


INVESTMENT OPPORTUNITIES 


Now is the time for U.S. investors to consider the 
advantages of locating in Jamaica. The advantages include: 


-- Extremely favorable access to the U.S. market (under the 
CBI) and to the EC market (under the LOME Convention); 


-- good surface and air connections with the U S.; 





-- favorable incentive programs and high level government 
support for foreign investment. 


The Embassy believes that textile and assembly production, 
operated under the 806/807 program, and located in the Kingston 
Free Zone, will be particularly attractive. The Free Zone, 
offers an impressive package of incentives for investors 
producing for export. 


Over the last year U.S. investors have had success in 
agriculture and agribusiness, particularly livestock and 
poultry projects. There are many untapped opportunities in the 
areas of winter vegetables, horticulture, tropical plants, 
spices and the like. 


Investment in tourism is welcomed. A number of 
government-owned hotels are available for purchase or lease. 
Given the growth in Jamaica's tourism industry, it is time to 
look.for the construction of new tourist facilities, both 
hotels and tourist attractions. 


Notwithstanding these advantages, U.S. investors have 
experienced a few serious difficulties in doing business in 
Jamaica. Among the most significant are cumbersome customs 
procedures, a complicated import licensing process and 
bureaucratic inertia. The Government has established Jamaica 
National Investment Promotions Ltd. to help investors overcome 
these difficulties. The success of a broad range of U.S 
investors, from well known multinationals to small agribusiness 
firms, shows that the difficulties of doing business in Jamaica 
are not insurmountable. In addition, the government continues 
to progress in its structural adjustment program which should 
alleviate a number of these problems over time. 


EXPORT OPPORTUNITIES 


The U.S. is Jamaica's most important trading partner. In 
1982 the U.S. supplied in excess of 50 percent of Jamaica's non 
oil imports. 


The U.S. Government provides financial guarantees to U.S. 
agricultural exports through the Commodity Credit Corporation 
(CCC). In FY 1983 CCC guarantees for Jamaica amounted to $67 
Million. The U.S. anticipates continuing high level support 
from CCC. In addition, approximately $20 million in U.S. 
agricultural commodities come to Jamaica on concessional terms 
under PL-480, the "Food For Peace" program. 


The U.S. is also a major supplier of capital equipment for 
Jamaica's agricultural and light manufacturing sector. The 
Embassy believes that Agro-21 and the CBI will create a 
pressing need for Jamaican agriculture and industry to 
"retool". We anticipate increased demand for agricultural 
machinery, fertilizer, and manufacturing equipment. Since 





these are high priority areas for the U.S. Export-Impc ~t Bank, 
potential suppliers should consult Eximbank staff for details 
on export financing options. 


Jamaica's austere financial situation will force deferral 
of some major infrastructure projects. Nevertheless, there is 
potential for exports to support water resource development, a 
government sponsored low cost housing scheme, and a proposed 
major coal conversion project. 


IMPORT OPPORTUNITIES 


Enactment of the CBI will improve access to Jamaican 
products to the U.S. market. Nevertheless, many potential 
Jamaican exporters lack distribution and marketing channels in 
the U.S. . Among the many Jamaican products in need of better 
marketing channels are: processed fruits and vegetables, 
horticulture, and handicrafts. 


CONCLUSION: 


For further information on business opportunities contact the 
Economic/Commercial Section of the U.S. Embassy in Kingston at 
(809)929-4850. 


* U.S. GOVERNMENT PRINTING OFFICE: 1984-421-007:567 
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